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27 Scpwnber 1957

MEMORANDUM FOR: Mr. Frederick T. Merrill
Esst-West Contacts Staff
Department of State
SUBJECT: Views of IAC Ad Hoc Committee on Exchanges relative to the

25X1X1 I Inplications of the Soviet Proposal for
Long Term (3-6 Months) Exchanges in Stated Fields

Introduction

1. This memorandum considers whether the Soviet proposal would lead to

25X1X1
25X1X1 net N siventage to the US, weighing NENENEEEEEE gein to the US

against the I 210, plus the technological gain, to the USSR. 25X1X1
These terms are used in the senge defined in the original IAC-D-103 of

February 1956, and employed in our pepers to you since that time. As in the

past, we have not undertaken to conaidcr_ or other 25X1X1
aspacts of the proposal. Moreover, our ssgessments oI «»in in 25X1X1
this paper take account solely of I cbteined, on both sides, by 25X1X1

overt Gbservation. The potentisl GG 25X1X1
I, (s being separately 25X1X1

essessed by the Director of Ceatral Intelligence in appropriate coordiunation
with the intelligence commumnity.
2. This paper examines, first, the general effect of the proposed
long-term exchange besis, as compared with the ghorter term exchanges
(generslly 4-6 weeks in duration) that have previously been conducted and
considered. Next, the peper takes up the specific fields suggested by the
Soviets, with brief evaluations of each. lLastly, the paper takeés up in
greater detall a selection of fields -- three named i{n the Soviet list,
three not so named -- which, in our judgment, would produce net B 25X1X1
gain, to the grestest degree, to the US if undertaken om the long~-term basis.
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I. GBENERAL DISCUSSION

3. The effect of a loug-term, ag opposed to a short-tern, exchenge bagls

varies enormously from case 1o csse, @0 thst geseralization 1a loose at best.

In the majority of cases, our evaluation indicated that the long~tern vesie
vould pot tend greatly to increase US [N =10 bovever, there are 20X1X1

couspicuous sxceptions, such as railroeds discussed Iin Section I¥3, vhere U8 - o
25X1X1 25X1XT

B c2ic vould be esormously inereased. As to Soviet [ ]
gain, agein in o majority of cases there would be no great incresse, although

there are a fev cases vhere there would be major increases.

L. The major factor affected by the long-term basis 1s, in genersl, t.hn.t'

of Soviet tachnological gsin. In many fields s such gain would be :very grestly
increased by the extended opportunity to cbgerve US production preactices aund
to have personsl relationships with US technicians and aciéntinmo It has
been our assessmsut, in most past cases » that the US iitarsture -~ widely
translated and resed in the USSR ~- has glven the Soviets o good external
picture of how US industry works and of many of our key procusses and
developments. It is in the applicstion of these brocesses, and particularly
the "kmowihow" element, thet the Soviete ere far less .clea;r. There have been
indications, moreover, that the exchenges conducted so far have been un-
satisfactory to them in this respect, at least in some cases. Hence,

this may well be & major element in thetir Present proposal, that they hope

to make » great fucresse in their techmological gan. (Their hopes and our
essessments may not, of course, agree. in {ndividual cases.) i

5. Balancing these factors to arrive at a conclusion regayding "net
_admfm" to the US; we can say that: 25X1X1

SBC-RBT
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8. As & very general rule, the Soviet galns tend to increase

more than US gaing, on the long-term, as opposed to the short-tern,

basgis.

25X1X1
b. In many individual fields, hovever, the set [

advantage to the US continues to exist, either because the gains .
balance cut, or balance in the US favor, or because any change in

Soviet favor arising from the long-term basis is not sufficient to

cancel out the previous conclusion.
25X1X1 '

Hence, from an I =tendpoint, acceptance of the Soviet proposal as.
a universal basis for exchangss would clearly be undepireable. At the sane
time,; acceptance ‘-- or US initlative -~ in gelected Pfields could have net

25X1X1 25X1X1

I -iventage, so that the N =oc1c does not argue for
wholesale rejection of the Soviet propogsl, but rather for selective
acceptance, perhaps using favorable fields for trial vhile mainteining the
short-term baeis for mozst cases.

6. In its look at the various possible fields, the Committee has given
much attention to the problem of enlisting the support of US industry for
visits on the long-term basis. We believe that in a number of fields 1t will
be excsedingly difficult to get US imdustry to spare for 3-6 month pericds

the top-flight men who would be best quelified as obgervers. This both affects
25X1X1

our_gain estinmates and cpens the Poseibility of embarrassment to
the Department through use of unqualified delegationa or evea failure to

f11l & project. Hence, this factor argues also far at mozt a highly

S~-E«C=R-E-T
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selective acceptance of the long-term besis. (A related point is the villings.

neas of US industry to accept long~term visits by the Soviets. This, too,
he.' pressut difficulties, but we think generally less acute.)

1X. TFIELDS PROPOSED BY SOVIETS

7. The Soviet listing of fields is obviously loose and would require
shzrpening in any event. In some cases, such as "chemicals”, it is clearly
ter brosd for a single project and must be considered by cunpartmentq. In
de/ining the fields for purposes of this evaluation, we have made vhat ve
ttink 1§ a remsonable guess of vhat they may have in mind, and gone on from
tiore.

8. A listing of the fTields, vith gcne detailed discussion, is found
in Amnex A. Broedly speaking, we conclude that:

&. Loag-term exchsnges could (often under defined conditions

oaly) produce _ advantage to the US in the following 25X1X1
fields: :

Patroleum, electric power, some chemicals, radio engineering
end alectrical.

b. Long-term exchanges would probably produce _ 25X1X1
mmmmmmmwnema:

Mining, metallurgical, some chemicals and farn machinery.

e. The balance 1s slight in elther direction in the following
fields: .

Coal, building construction, machine tools, autcmodbiles.

d. Instrument construction and means of autometion are such complex
subjects that further anslysis will be hecessary before determination can
be made.

8-E~C~R-E-T
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III. FIELDS FOR POSSIBLE US ACCEPTANCE OR INITIATIVE

9. TFor this section, we have seiscted for detalled anslysis three fields
from the Soviet list, and have added three projects not on the Soviet list. Ve
believe, that to the degree and ia the manner indicsted below, sach of these
projects would produce [ ~2vsintege to the US to the greatest 25X1X1
extent. Among the fields discussed in this section we have not attempted a
precise priority listing; in genersl, however, we coansider that the pstroleum
project should be considered st the top.

10. The priority suggestions are:

OIL - In this case an industry penel wes coasulted. The suggestion is
thet the limit be two months for the iaitial exchange. On this basis we
consider it to be » substantial net US advantage proposition. Here in
particular it could bve sald that after the tvo isdustries become acquainted
they may find areas of interest Jjustifying longer visits. The 23 August
1957 memorandum to you from the Committee Secretary outiined sponsorship
uegotiation congiderations. The industrisl panel reeffirmed those suggestions
and added the suggestion that the full details of the propoeal should be givan
in ths iaitisl lettar of the Americsn Petroleum Institute. These detalls
can be supplied in short order if necsesary.

RAILROAD TRANSPORTATION AND EQUIPMENT - The Coumittee put forward e

proposal on 1 June 1956 outlining am exchange in this fisld. That proposal

rointed sut the many arens of possible _ gain stemning from the
fact that experienced reilroad observers have not vigited the USSR since

25X1X1

the 1930°s and the imporkance of rsilroeds to the transportaticm system of the
USSR. The Comnittee feels that the originsl proposal could b expanded to
cover a thiee months’ period with substantial intelligence gain to the US

in both the cpersting and equipment fields. (It is worth moting that although
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the Soviets covered moat of US industry in their proposal, no element of
trangportation was included). Detalls om itinerary snd delegation composition
suggestions can be vorked out in a bhurry if necegsary. A 23 August 1957
memorendum to you from the Secretary of this Committee outlined the histroy of
negotiations with the suggested sponsor, the Association of American Railroeds.
We feel that the suggestion, that an approach to the top level of that
organigation would be well receivad, is still valid as & nscessary preliminary
to edvanced planning in the Railrosd Exchange. Our technical coansultants
will be available for substantive support.

RADIO ENGINRERING AND ELECTRICAL (INCLUDING ELECTRIC POWER) - In this

case, again with strong urging to plan carefully and supervise closely, it is
believed that a large US net sdvantage can bs obtained. Short term proposals
in telscormunications, electric power and electronics have been forwarded
and can be expanded. In this case the industry has more experience than any
other and has indicated a willingness to cooperate further, : Eminent men: and
companies seem willing and sanxious to cooperate becsuss of o teenn; that they
have something to learn. The specialists suggest that, vhile the electrical
and radio irndustries may show profits from a six month exchange, electric
power be limited to three months. |

HIGHWAY ENGINEERING - This is another transportation field previously
suggested for s short teim exchange vhich can be profitably expanded. Here the
cold weathar operstions are a Soviet specialty that are of interest to the US.
‘naoopporhmtytotakemarotimtowthemimf.ddlv‘m‘. it 1s
urged that for staffing reasons and in respect for mthu eonditions, the
Mt be set at three summer months.

S-E-C-R-B-T
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SHIPBUILDING - The previous Shipbuilding Exchange proposal was in two
parts --- Theoretical and Practical. The Conmittes feels that the
Practieal Shipbuilding Exchange advantage to the US is enhanced by & longer
time period. We would like to withdraw even the Theorstical Shipbuilding
Exchunge Proposal submitted oo 17 Jume 1956. Subsequent developments have
rendared it obsolste.

11. The Comittee also considered the possidility of a long-term
exchsnge in the fields of benking and economic planning. In the course of this
considerstion the specialists involved developed the idea that the most
fruitful activity from a long-term advantage point of view would be an
exchange of students and fuculty between Soviet and US academic institutions
and private resezrch organizations in the field of economics. It is
estimated that this would establish a professional rapport wvhich would
Pay off in our increased understanding of vital Soviet scomomic concepts,
measuremenis, and policy direetions. It is strongly urged that in your
negotiations of student exchanges this proposal be given high considsration.
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ANNEX A

These fields were considered by the Committee and assigned as either
US advantags, USSR edvantage or a balanced situation.
1. US Advantage
Chemical - This category covers many different industries
covering the full range of sengitivity end even in those cases
vhere a net sdvantage iz possible » careful attention must be given
to the details of the visits. In the fields of nitrogen ccupounds,
fluorine compounds, electrothermsl and electrolytic chemical industries,
a net gain is probable. Conversely in fields such as petrochemicals,
synthetic fibres and much of Plastics, the Soviet technological
gain would outweigh the US gain. In any case anothing longer than
three months should be considsred
Civil Air - This 1s & strong US advantage situation; the fact
that State Department does not wish to negotiate with Civil Air
routas at present eliminates this from immediate consideration.
Mining and Msta.llurgenl - The specialist;:befli’eve that on the

badis of present knowledge the inerease in Sovl’et technological gain
involved in & long term exchanga' over a short term one will throw
the net advantage to the Soviets. They suggest that
- @ The Soviets be asked to supply & list of installations
comparsble to thoge they wish to visit
b. A reassessment of the long term situation be made with
industry assistancq efter the short term visit.

S-Eé-C-R-E-’I‘
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Heavy Machinery and Farm Machinery ~ In contrast to the situation in
the sutomobile industry, the Soviets could utilige the technological gasin
from & long term exchange so readily that the US would be at a net
disadvantags here.

3. Balanced

Coal - In this case if full USSR industry data were made available
to the US team, the visit would at best be neutral.

Automobile ~ Because of the fact that the Soviets ere many years
avay from the high volume produetion necessary %o maintain the
technological processes, they could not take maximum tachnical advantage
of the long term opportunity. The US gain increase would also be slight
so the case is a gtandoff.

25X1X1
Yachine Tool - While the chance for wortiwhile US [N =12

is exclcll’em_:,. the Soviet technological gain situstion looks bad on a

long term basis and this is a balance.
Building Construction - The gains seem to be balanced in this case

also. The USSR technological gains in heavy industry and housing

construction would balance the US I z2ins- There are other 25X1X1
congtyruetion fields such a8 communications and hydro -that would be of

moyre value to the US.

S~E«C~R-E-T
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